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SUBJECT: FERTILIZER PROJECTS: GRESIK TSP PLANT 

1. CHEMICO INFORMS US THAT NEGOTIATIONS FOR DESIGN/ 
CONSTRUCTION CONTRACT FOR TSP PLANT IN JEOPARDY AND 
THAT CONTRACT WILL PROBABLY GO TO MITSUBISHI UNLESS 
CHEMICO CAN PUT TOGETHER COMPETITIVE FINANCIAL PROPOSAL. 

2. AS EMBASSY AWARE, CHEMICO WON FEASIBILITY STUDY FOR 
TSP PLANT PRIMARILY AS RESULT OF INFORMATION ACQUIRED 
DURING FERTILIZER TASK FORCE VISIT AND SUBSEQUENT FOLLOW- 
UP TO OPPORTUNITY. EMBASSY WILL RECALL THAT PRIOR TO 
TASK FORCE TRIP MITSUBISHI HAD BEEN SEEKING EQUITY 
POSITION AND HAD DONE FEASIBILITY STUDY FOR P.T. GRESIK. 
FEASIBILITY STUDY HAD ESTIMATED COST TO BE CONSIDERABLY 
HIGHER THAN ORIGINAL TV A REPORT AS WELL AS MITSUBISHI'S 
EARLIER SURVEY REPORT. SITUATION WHICH TASK FORCE 
PARTICIPANTS ENCOUNTERED WAS THAT INDONESIANS DISPLEASED 
WITH MITSUBISHI. AS GENERAL IMPRESSION WAS THAT 
MITSUBISHI EQUITY CONTRIBUTION WOULD IMMEDIATELY BE 
RETURNED IN FORM OF PAYMENT FOR OVER-PRICED SERVICES 
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3. FOLLOWING COMPLETION OF NEW FEASIBILITY STUDY 
PERFORMED BY CHEMICO, COMPANY WAS NEGOTIATING CONTRACT 

FOR DETAILED ENGINEERING AND CONSTRUCTION UNDER 
IMPRESSION THAT IAPANESE HAD BEEN THROWN OUT AND THAT 
THEY WERE ONLY CONTENDER. HOWEVER, AFTER RECENT CHANGES 
IN GRESIK MANAGEMENT THEY SUDDENLY FIND MITSUBISHI BACK 
IN PICTURE. MITSUBISHI OFFER APPARENTLY SUPPORTED BY 
FINANCING PACKAGE (90 PERCENT FINANCED. TERMS UN- 
CONFIRMED). MITSUBISHI IS LICENSEE OF CHEMICO PROCESS 
AND THEREFORE EVEN IF IAPANESE WIN CONTRACT, CHEMICO 
WILL HAVE TO DO PORTION OF ENGINEERING. CHEMICO MANAGE- 
MENT, HOWEVER, PREFERS TO DO ENTIRE JOB, BUT THEY ARE 
HAVING DIFFICULTY PUTTING TOGETHER COMPETITIVE 
FINANCING. 

COMMENT: IT IS OUR IMPRESSION THAT CHEMICO LED DOWN 
THE GARDEN PATH BY GRESIK; THUS THE SUDDEN SURPRISE 
AT JAPANESE PRESENCE. HOWEVER, UNDER CIRCUMSTANCES, 
WOULD APPRECIATE EMBASSY MAKING DISCRETE INQUIRY AS 
TO STATUS NEGOTIATIONS WITH MITSUBISHI. WE PARTI- 
CULARLY INTERESTED OBTAIN REPORT ON WHAT ELEMENTS 
MITSUBISHI OFFER DIFFER FROM PREVIOUS ONE. KISSINGER 
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